
Decision No. (:. ~R2h 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !HE. SXATE OF CALIFORNIA 

In the Matter of the Application of 
PACIFIC GAS AND ELECTRIC COMPANY" a 
cor.pora tion" for an' order of the' 

) 
· · ) 

Public Utilities Commission approVing . 
applic~tfs proposals for: (1) re- ) 
classification of its. entire plant ~d . 
property account as of January 1" 1949, ) 
and (2) the disposition of the amounts : 
which 'W'11l appear in Accounts l05 and ) 
105.2 under sa.id proposed reclassifica- : 
U®. ) 

· · ..-.-,.....- ... "- ... - ... --.~- .......... ----.-.-

Application 
No. :30S2:3 

Pacific Gas and Electric Company" by Robert ~ 
Gerdes and .li:. E.:.. DuVal; City of San FranCiSCO" 
by Dion 1b. Ho;m" City Attorney, and Paul h ~" 
Chie~ Valuation and RatcEn~eer, 1nterestea 
party; City of Oakland, by John !L.. Collier, 
City Attorney, and tore~ ~ ~ast, Public Utili­
ties Engineer, interested party • 

.... ; 

By this application, Pacific Gas and El~ctric Company 

seek~ an order of the Commission granting and conferring upon appli­

cant all necessary permission or authority to (1) reclassify its 

entire plant and property aCC01.mt as of Janua.ry l~ 1949, and' (2) 

dispo~e of the ~ounts which under the reclassification Will be 

recorded in Aceount l05--Electr1c Plant Ac~uisit1on Adjustments~ a~c 

Account l05.2--Gas Plant Acquisition Adjustments •. 

The Comm:izsion by Deci·s1on No·, 30269> dated October 25" 

1937 >' as amended by DeciSion No. 30339, dated November .1;, 1937, i..~ 
,~ 

cabe No., 4230, adopted and' prescribed;, effective January l, 19:38; a 

'. 
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new uniform system of accounts for electrical corporations(l) subject 

to its jurisdiction. By Decision No. 42068, dated September 21, 

~948, in Case No. 4458, the Commission adopted and pr~scribed~ effcc­

ti~e January 1, 1949, a new un1for.m ~ystemof accounts for gas cor­

pO,rations. Both systems of accounts contain provisions req,uiring 

each utility to reclassify its plant costs as of the effective date 

of' said systems of accounts in accordance with,the primary accounts 

prescribed therein, such reclassification to be m.9.de so as to· show 

both the original cost(2) and the cost of the plant to the utility. 

In the opinion in said Decision No. 30269, the COmmis,sion 

says: 

TTIn prescribing the system of accounts referred to 
herei.."l, the Commission does not commit itself to the approval 
or accept~ce of any item set out in any account, for the pur­
pose of fixing rates or in determining other matters before 
the Commission. The said system of accounts is designed to 
set out the facts in connection with the fin~c1ng and operation 
of electric utilities ond therefrom the Com.mission 'Will determine, 
when engaged in fixing rates or passing upon other issues before 
it, just what conSideration shall be given to the various items 
in the several accounts." 

On January 16, 1940, applicant filed ~'ith the COmmis.sion a 

report shO'Wing~ as of January 1, 1938,.what it ~egarded as the 

original cost of its properties and those of San Joa~uin Light and 

(1) . 
Under date of May 11, 1937, the Federal Power CommiSSion pre­

scribed, effeetive Janua~J 1, 193'i', a uniform. system of accounts for 
public utilities and licensees.subject to the prOVisions of the: 
Federal Power Act. Applice.nt holds licenses granted by the Federal 
?o'W'er CommiSSion. The system of accounts prescribed by the Federal, 
Power Commission and that prescribed by th1s CommiSSion for elec­
trical corporations are substantially tho;samew 

(2)' . 
Original cost as applied to electric and gas plant is in the 

systems of accounts'defined as "the cost of such property to the 
person first devoting it to public service"'. 
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Pow~r Corporation en and Midland Counties Public Service Corpora­

t1on~ (4) 'both of which corporations were then" through stock O'W%leT­

ship, controlled by applictmt. 

App11cant filed a similar report With the Federal Power 

COmmiSSion. 

Applic:mt in its report filed on January 16, 1940, sum­

Ir1lr1zes the cost to it of its properties owned on December 31, 1937, 

and the original cost of such properties, including: the properties of 

San Joaquin Light and Power Corporation an~t Midland Counties Public 

Scrvice Corporat~on, as follows: 

PacifiC Ca~ and E1~ctrie C~mpany 
San Joaquin t1ght and Power Corporation 
Uldland Counties Public Serv1c~ C~porat1e~ 
Co~t te Pacitic Comp~ ot acquiring th~ 

proper-:1~s .t the San Joaquin a:z:.d Midland 
Cempe..:lies was ,$8 ,140 ,487.02 less 'theJ:l. th~ 
cost as r~cord~d o~ the1r.~oks . 

Total cost to Pacific Ga3 an~ El~ctr1c 
Ce. and oris1nalco~to:r. all ProP'.l:-tics 
~equired 0:- constructed by it as ot 
December 31, 1937~, including Pro}?f!):-tiC3 
ot Sa:l,. Joaq,u1r. and M1d.land Ccmpenies' 

*~notes red r1g~. 

Cost to the 
~~'O't.;.1~1~1~tY~~ (a) Or1e;1nal Cost· 
~~ ~ 
... 592 ,l45 ,289.89 ..,541 ,.on ,146.97 

93,786,072.13 (b) 82·,,030,l97;..00 
8,.125,105 .. 07 (b) 7,252,406.00' 

*S,140,487.02· 

;$685,915,980 .. 0'7 .)630',353, '749.97 

(a) Term ftOriginal Cost" Cov~rs Or1g1nel Cost (~st1rnat~d ir not known)'. ot 
ElectriC l'le.nt Accounts 301 to 31JC, f!"xeludine; eost ot water r1gh'to aequ1:"!Ci 
p:-10r to tho dates ot the spvero.l ::':c..,~nto·ri¢s ment 1o~ed here1%:. all.1i m:::cella.­
neo\:.s1:c.taIlg1b11ll eap1tll1; and Historical or r~cordll!'d eost or ~the:r:pldnt. 

(b) Orig1:z:.al C~st bas~d oi June 30, 1931 inventories and appraisals. . 

(3)' 
The properties wcre tranzferrcd to applicant under authority 

grZlllted by Decision No. 3l354, dated October 1.3, 1938,' in Application 
No. 22157, as amcnded'by Decision No • .36081, dated December 29, 1942, 
and as further amend.ed by Dccis10n No. 37447, dated October 31, '1944. 
(4) 

. The properties wore transferred to.applicant under the .:luthor1ty 
gr:mted by DeCision No. 31355, da.ted October 13, 1938., in Application 
No. 22156, as smended by Decision No. 3l780, dated Februc.ry 20, ' 
1939. 
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The original cost as reported by opplic~t is 

$55,562,2.30.10 less thml the reported cost of t.."'lC propcrties to 

a.pplicant end to the San Joaquin and Midland Companies. The rec­

ords of applic·o.nt and of its predecessor compa.."lics were cx~ined by 

me~bcrs of tho staf!. of this Commission ~d of the Federal Power 

Comt".is Zion.. From t:L-nc to time members 0:(\ the staffs of the Commis-
. , I • 

,1,1,' 

sions had conferences w-.!. tr. rC';lrc:::~)ntati vcs of a.ppl 1 C.?nt· to discuss 

their respective differ0nces, in '!::he expectation of rea.ching an . 
.?mice.ble solution and avoiding prolonged hearings ~:a."ld possible 1i ti-

gc.tion. !he final of S'UchconferCl'lCCS was on June 22, 19/+9. The 

>o.grecmcntrcached at that conference was reduced to 'WTiting •. Appli-

cantfs application now before the Cox:nnission is for authority to 

carry the agreement into effect. Att~c~cd to the ~pp1ication a.s 

Exhibit .3 is a copy of the agreement. 

A,S sho'Wn in Exhibit 5, Statement H (revised), the original 

cost of applice:nt's properties as o;C;Dcccmber 31" 1948" vas 

~70,106,267 • .34 less than their cost ~s recorded on its books •. S~te­

ment F of Exhibit 5 shows the original cost of app1ic3nt f s properties 

as. of J~uary 1, 1949~ distributed to the several pl3nt and property 

accounts. By depor~~cnts, th~ original cost of its properties =nd 
, . 

the pl.mt acquisition ,adjustments arc shown in Statement F as follows: 

Electric dcpertment 
Gas dcpa~tment 
'tar~ter department" collection 
Water dcp~rtment" pumping 
Steam~salcs dep~rtment' 
Coa~on utility p1~"lt 

;'Su 'b-tot.'ll 
Con:struction worl-c in progress "Under G.M.' s 
Construction work in progress under 
d1vi~1on construction 

Electric pl~t held for future use 
Utility. plant acquisition adjustments 
Gas, plant, acquisition 2.djustnlents :: 
Cop'Ocropo11s electric distribution system 
Other physical properties 

$ 730,5~1,,264.74, 
163,790,697.69 

6,730" 942;~ 3S 
1,,400, 500.86, ' 
2,070,095~.3S " 

35,622 ! 164 .• 62 ' 
940,175"66$.67,, 
95,,498,980· .. 6·5 " 

10,259,:322.37 ' 
922,341.10 

70,l06,:?67.3± 
(b 2lj7 .:~C)· 
2,000.00. 

5;964.041.55 
Total' ·@1,122.226;321,,;44' .. 
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Of the $7°7106>267.34 o! utility plant acquisition adjust­

mcnt7 epplicant proposes to dispose of $S47 573,,02l.33 at thi$.,~~e 

as folloW's: 

Trans!er to preliminary survey cna 
investigation charges 

Ch~rge to depreciat10nrcserves 
Electric pla."lt ' 
Gas planti 
Water plant 
Heating plant 
Other pb.Y'~ica1 'property 

Contributions in aid of construction 
Charge reserve for. amort1zat,ion of 
~lant. acquisition adjustm~ts 

Charge to surplus 

Total 

$5 , S4~·" 677. 34 
6,67'/,,266.78 

15,900.34 
34,199.00' 
4,519.00 

(903,091.69) 

20,873,; 101. 07 
21,919,989'.21 

Applicant further proposes to retain $15,530,948.77', 

(bal:mc(: or $15,,5.33,,246.0l in pl~t acquis1tion adju$·tment less 

$2,,297.24 credit) in the p1~t ~cquis1t10n adjustment account ~d 

a:mortize it by charges to earnings over .l pe%"iod ot 15 years" or 

less, ,oeginning Jan~ry 1, 1950. It is of record th~t 1~ ~pplicantfs 

eamiJ?,g.s permit it. to do so" it will accelerate the ~ort1zat1on. 

The Ol'Ilort:i.zat1on charge::> should be mo.dc to Account 5:37-~Mis'cell:meoui 

Amortization •. 

This is an accounting rold not a rate proceeding. The pur­

pose of the numerous conferences, including that of June 22, 1949
7 . , 

3Itong·representc.tives of applicant, of the Federel:Po'Wer Commiss10n 

3l"J.d of this COmmission was to 3.rriv~ at the original cost of appli­

eant T s properties, and to ndjust its pl~t accounts tlIld br1ngthem 

in lir.:e Vi th the syst~ms of accounts prescribed by t.."l1s COIlll'!liss1on. 

The record shows that the ~ount presently on app11c~tts books as 
" 

the cost of its properties w~s built up, 1..'9). part, 'With runounts 

rcp:resenting purchase prices.pa1d by applicant for properties of 

other corpor."'!t1on.s, 'Wi th pl~t accounts of" predecessors; 2l'l.d"witn 
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v~luation ri~~res prepared on both the historical cost b~zis ~nd on 

the reproduction cost basis, in some cases depreciated ar1d in 0thers 

undeprcciated. Some of the :oecorcis of ~ppl:l.c3llt ~d its prcd~cessor 

companies were destroyed by the 1906 e3.:rthquake and fire, w.."lile·, some 
I • 

of the :lva11a'ble records were incomplete. In dete:r:n:tn1ng. the orig~:, 

. cost of some ofapplic~t!s properties, it was necessary to u~e .. 
est1."UD.tes of original cost. Although ~:pplieO;iIltrs:representatives 

expressed some disagreement with· s.om~ of the detail of. t.i.e staffs' 

proposals, applic~t has concurred With the 'basic rigu~es in Exhibit 

3 and asks <luthor1 ty to reclassify its plant accounts accordingly. 

The ~p~roval of. the application ~s now requested~ll 

bring to ~ end a long ~d costly study of appi1cant's records ~d 

will result in ~ orderly presentation of ~pplicant's plant accounts 

~ lieu of ~i.e present chaotiC and unsatisf~ctory condition. As thus 

set up, such acco'U..""l.ts 'Will. 'be stated for all departments at orig1n~1 

cost and for the first. time in applic~trs history will be segre~ 

gated to prir:lary accounts, With lu."Ilp-suro. unciist::'ibuted items being 

eliminated and items not conSidered as original cost being removed 
. , 

from the 'books. They 'Will more accurately rcvco.l the n~turc or 

a?p11ca..""l.t T s inv'estment 1n its utility pl:mt &ld Will make origin.::.l 

cost data readily available. 

The Comcis=ion i3 of the op~1on that the proposec re­

clo.ssi:L'ic,j, tion of accounts· .should. 'be authorized. The .::.ction tc.kcn· 

herein is not to 'be understood O.S indicating i.."l ~"'ly w~.y that the 

~ount included in Account 100.5, Electric ?l~nt Acquisition Adjust-

ments, will' be recognized in a rate proceeding as p~rt of~~c r~t~ 

base or its z~~rtizetion ~s ~n operating expen=c. 

The Co~~ssion ~~ving considered the evidence submitted at 

tho hecring had on this application rand it being of the opinion th.,.t 

-6 



. A. 30823, MMWe 

, . 
the app11cction should be gronted; therefore, 

IT IS HEP.EB':i ORDEEED as folloW's: 

1. Pacific, G~s and Electric Comp~y shall record, on or 

before ~arch 31, 1950, the cost of its properties as of' Janu~ry 1, 

1949, 0.5 set forth in Statement :F (subject to minor fldjustlnents)on 

file :L~ this o.pplicc.t1on" "Which statement is sum.."l:lr1zed as fOllows:' 

Electric .department 
Gas· dcpcrtmcnt 
Wat~r department, collection 
Water department, pumping 
Stccm . sales. department, 
COn'lJ':lon utility plDnt 

. Sub-total 
Construction work in progres~ under 
·,G.M. r s 

ConstrJ.ction work in progress undcI' 
di'Vision con~truction 

Electric pl~t hold tor future use 
Utility plant ~c~uisition adjustments 
Gas p1cmt acquisition adjustments 
Copperopolis electric distribution system 
Other phys1c0.1 properties 

Total 

$ 7:30,,5.31,264.74 
163; 790:,.697:.,69: . 

6,730',942'.3S 
1,400,'$00.8.6.' 
:2",070, 09,$. ;38: 

;5,652,164.6Z 
940"i7~,665·~67 . 

95,,498-,980,.65 

2. Pacific Gas ~d Electric Compcny, on or ~ororc March 

.31, 1950 .. shell dispose of $54,573,021 • .3~ included in,tb.e~bove 

utility pl~t acquisition'adjustncnts as follows: 

Transfer to prelirnin~ry survey and 
investigation charges 

Charge to depr¢ci~tion reserves 
Electricplont 
Gas 'Ola.."lt· 
Water plant 
Haating plant 
Other physical property 

Contributions in aid of construction 
Charge reserve, for ~ortization or 

plm'lt acqu1si tion adjustment.s 
Charge to surplus (subject to minor 

e.djus,tmcn ts) . 

Total. 

-7 

&5,846,677.34 
6, 677,266·. 78 

15,900 .. 34 
34,,199.00 
4,,519.00 

$ 104,460.28 
12,$78,562.46 

20,37;3,101.07 

2l ,.919.989.21 

~4,573',921.n' 
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3. Pacific Gas and Electric Comp.o.ny shall runol .. t1ze" over 

e. p.~r1od of fifteen (15) years, or less, beginning January 1, 1950, 

by charg~s to Account 5~7--Miscellaneous Amort1z~t1on, $15,,530,943.77 

rc~~ining in said plant acquisition adjustment accounts. 

4· On or before April ~O, 1950, Pacific Gas ~d Electric 

Company zhall file with, the Co~ss1on a statement showing .tho ~~er 

in which it hiz complied ~th the proVi~ions of paragraph 1 and 

paragraph 2 of this order. 

5 •. The o.uthor1ty herein graI'l:ced iz effective upon the date 

. . . D<iLted. o.t Son 'Francisco, CCllii"orn1a, this 

. "*; of ~ 1950. 

/<L day 
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